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in taking a look at actually the expenditures and
how monies are encumbered and how you're showing
balances available? Because for some of these
instances there's definitely no balance available.
In some of these instances you don't even show
encumbrance or a percentage available, when in fact
for -- you know, used sewer line monies, that's S1
million that's virtually not accounted for. So can
you kind of like explain to me where those funds are
in terms of expenditures based on Administration's

emergency requests for the monies?

CHAIR KANE: Mr. Young, are you prepared to respond?

MR. YOUNG: Certainly, Mr. Chair, and Mr. Mateo. The

funds are not -- once the Council appropriates the
funds and they're reflected as to be appropriated,
unless the Department submits to the Department of
Finance a signed contract to encumber the funds and
clearly identifies how much of the entire
appropriation they are encumbering, the Department
of Finance will not reflect the funds as indeed in
any way used.

So for this report, you know, I cannot speak
to any emergency appropriations. The Department of
Finance does not I guess call up the requested

Department and, you know, get on them or hound them
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for use of the funds in any timely manner, even if
they did argue that it was, quote, an emergency.
The Department of Finance just -- you know, when
that contracted department submits to the Department
of Finance a signed contract to encumber the funds,
that's when we basically act on our processes and
that's when they are reflected in this report.

COUNCILMEMBER MATEO: Okay, thank you.

CHAIR KANE: Thank you.

COUNCILMEMBER PONTANILLA: Chair.

CHAIR KANE: Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: Yeah, in regards to the
response, then whenever we do the gquarterly review,
I think it would be appropriate if we have some of
the departments, you know, be part of this
discussion. Because when you look at certain
programs -- I'm looking at programs in regards to
grants, and there's a whole bunch of grants that
hasn't been -- the money hasn't been spent down yet.
And the only people that probably can tell us is the
various department heads. So for us to get present
data from this particular budget, you know, I'm sure
you cannot answer all the questions that we ask,
that we should have the departments -- department

heads in this meeting explaining their side of the
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CHAIR

budget, rather than trying to have the Finance
Director answer most of these questions which he
doesn't have answers for.

KANE: Thank you, Mr. Pontanilla. Any further
guestions? Hearing none.

To provide Mr. Fujita with a chance to
respond to a question that was posed earlier, the
Chair will attempt to restate the question. I think
the gquestion comes down to a couple of examples,
where if there's not an encumbrance on 12/31 and
yvet -- and you're not showing an expenditure, what's
going on in the middle? There's a limbo portion
within the report that doesn't provide us
information to accurately know what the status, and
so we're trying to figure out. So we need your
assistance, because I guess you were mentioned as
making some direction -- directional decisions. So
if you could provide us with some comment,

Mr. Fujita.

MR. FUJITA: Thank you, Mr. Chairman and Members. Just

wanted to make a clarification and a distinction
between expenditures and encumbrances. These two
are -- are distinct and separate steps, and the
encumbrance usually comes first. The encumbrance is

actually a commitment that is reflected as a
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contract or a purchase order, and that commitment
restricts the use of the monies. So in fact I agree
with you all that when the DROA was signed, that
became the contract and that became an encumbrance.

The second step, which is the disbursement or
the payment, normally when a contract is available
that this disbursement would be an expenditure,
because it would be the -- the last disbursement
that would release the County's responsibility. And
when I discussed this disbursement from the County
into the escrow account of the $4 million I had a
discussion with Mr. Yoshimi saying that this
particular disbursement is not gquite an expenditure
yvet. It's a deposit, and it would become an
expenditure once all of the escrow requirements were
met so then the funds could be completely released.
But I don't think at that discussion that we talked
about encumbrances, though.

I had apparently erroneously assumed that
this contract was already encumbered and that the
question was only regarding the disbursement, but
apparently this contract was not recorded. So like
apparently in that part is an oversight, and since
we found the oversight it should be recorded and by

doing that it would not lapse. I believe that the
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contract was already executed and it was in our
hands I think in June of last year. So since we

have the contract, then it should not be a lapsed

expenditure.

CHAIR KANE: Members, before the Chair asks any follow-up
questions, any questions or comments? Okay, hearing
none.

Mr. -- thank you very much, Mr. Fujita.
Any further comments or questions, Members?
Member Tavares.
COUNCILMEMBER TAVARES: If I could go to the first -- not

the first page. I guess it's the second of the
quarterly report. It's not even the first page.
It's the page after the graphical overview, which
lists the Revenue Budget Ordinance by category, and
also the same question would apply for the
expenditures on the next page. When your budget
percentage over/under is reported, is that the
percent of the budget that has been collected to
date or the percent left to be collected? Like
under real property tax it reports 46 percent. So
without me having to do the math, does that mean

that that's what's collected?

MR. YOUNG: The over/under category, the percentage

actually reflects the -- I guess the difference
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between what was expected in the budget and what was
collected, so essentially the remaining to be
collected. So for real property tax we are looking
on the very first page, right?

COUNCILMEMBER TAVARES: Uh-huh.

MR. YOUNG: The budget original estimate and amended
estimate of 131 million. We have collected thus far
to date 71 million. There remains to be collected,
based on the budgeted amount, approximately 60
million. The 60 million represents 46 percent
remaining to be collected.

COUNCILMEMBER TAVARES: Okay. So if you go further down
where it has special assessments, that means hooray,
great, we're at 100 percent of what we thought?

MR. YOSHIMI: No, opposite.

MR. YOUNG: No.

COUNCILMEMBER TAVARES: We didn't collect anything yet, so
we're going to be, boo, hiss, when is that coming
in?

MR. YOUNG: Yes.

COUNCILMEMBER TAVARES: Okay.

MR. YOUNG: Yes, Ms. Tavares. Or we're expecting to get a
big check any day now.

COUNCILMEMBER TAVARES: Okay. The check's in the mail,

right. So that would be the same, then, for -- when
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you're looking at expenditures for each of the
departments, when you say they're over or under
their budget, that means that they have 59 percent
of their budget amount available, like in Civil
Defense's situation, or that they spent 59 percent
of their budget already?

MR. YOUNG: Ms. Tavares, the 59 percent -- or any of the
ones in the expense categories reflects how much of
their budget they have left remaining.

COUNCILMEMBER TAVARES: Okay, remaining.

MR. YOUNG: Yes. So with 50 percent of the year completed
and 50 percent of the year remaining, you know, plus
50 -- anything above 50 percent --

COUNCILMEMBER TAVARES: That's good.

MR. YOUNG: -- generally we would say they're on --

COUNCILMEMBER TAVARES: On line.

MR. YOUNG: -- ahead of (inaudible). Yeah.

COUNCILMEMBER TAVARES: Okay. So conversely, if you're
loocking at some department that has spent 75
percent -- no, 25 percent, right?

MR. YOUNG: Conversely, any department that has less than
50 percent --

COUNCILMEMBER TAVARES: Less than 50 percent.

MR. YOUNG: -- of their budget remaining would be areas of

concern.
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COUNCILMEMBER TAVARES: Concern, okay.

MR. YOUNG: Yes.

COUNCILMEMBER TAVARES: Okay, got it. So if we look at
Housing and Human Concerns down on the next page, it
says -- it reports 29 percent. So they have 29
percent of their budget remaining.

MR. YOUNG: Yesg, and that would be an area of concern, and
so in evaluating their actual departmental budget,
there could be various circumstances that would
legitimately explain why they are -- why they have
this 29 percent, one of which may be there may be a
number of grants, for instance --

COUNCILMEMBER TAVARES: Right.

MR. YOUNG: -- that exist in their department, and that is
the bulk of their budget. And the fact that these
grants have been encumbered or any way expended in
the first half of the year, does not necessarily
mean that they will need those funds in the second
half of the year. And so this 29 percent, or the
corresponding 3.2 million, may actually be
appropriate for their operational program needs for
the last six months.

COUNCILMEMBER TAVARES: Mr. Yound.

MR. YOUNG: Yes.

COUNCILMEMBER TAVARES: Yeah, I understand that now. Have
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you folks -- like you have nothing else to do. But
have you folks looked at a quarterly expenditure
plan for each department and that their quarterly
report would report the percentage of the quarterly
expenditure plan so that it would take -- because
these numbers actually become meaningless to us
because you've got the ones that are front loaded.
Any department that has a large amount of grants,
like you're saying, usually, you know, we're going
to scream if those grants aren't given out on the
first quarter for -- especially for Human Services
types of things. And then there are other grants,
you know, for Miconia and whatever else, but it
really skews the budget one way. I mean if you look
at Department of Transportation, for example, they

show 11 percent.

MR. YOUNG: Yes.

COUNCILMEMBER TAVARES: I mean that would be like a huge

red flag to me, except that probably part of that
was the study that they commissioned on doing the --
during the first quarter or second quarter. So, you
know, this number doesn't really mean too much,
except if you guys understand it, and maybe -- you
know, maybe there has to be an asterisk, you know,

for the ones that are, you know, less than 50

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090



BF 3/15/05 66

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

percent. If there's an explanation, that might
help -- you know, help us all to understand why that
number is so low, or either that -- I guess my first

question was would you ever be looking at a
quarterly expenditure plan for each department?

MR. YOUNG: Yes, Mr. Chair, Ms. Tavares, those are very
good points, and I personally do agree that in terms
of the evaluation -- or this type of analysis -- and
this goes to Mr. Pontanilla's earlier question. In
terms of doing that type of financial analysis of
department 's performance under the budget, it's not
currently set up to the degree or level, neither
does Finance have the adequate staff to actually do
that type of analysis. When the budgets are
constructed and inputted, they're not inputted or
constructed on a gquarterly basis. And they're --

COUNCILMEMBER TAVARES: Right.

MR. YOUNG: And that would actually allow for the type of
analysis that you are speaking to. Currently the
system is just not set up that way.

COUNCILMEMBER TAVARES: Or I guess, Mr. Young, if the
Administration is aware, you know, through your work
and working with the departments what these numbers
mean -- I mean, hopefully there is somebody going

over this with the departments and having them
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explain why it is where they are -- where they are
and why it is they're at the place and time where
they are, that, you know, I guess that can be
communicated to us when we actually have a quarterly
review should really be done -- like

Mr. Pontanilla's saying, bring the departments in
here, or the ones we've got guestions on, and say,
okay, what happened here, there.

But, you know, we all just run out of time to
do things, and we certainly understand that, but,
you know, just little notes like that. And by the
way, thank you for putting the percentages in. It
really has helped. Well, now that I know it's
remaining, it helps even more. You know, I think
that helps us to see -- instead of just looking at
raw numbers, sometimes it's hard, and we were having
to do the math ourselves, and, you know, I prefer
not to use my calculator too much. But thank you
for doing that column.

And I also -- like I said, I am hoping that
the Administration is going over with each of the
departments when the quarterly report comes out and
questions why. I don't know if that's your charge,
if you're charged with doing that or not. Do you

meet with the departments when you look at their
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3/15/05 68

expenditure plans and their budget at the end of
each quarter and look at these numbers and say, hevy,
how come this is 11 percent?

MR. YOUNG: Ms. Tavares, no, as a Finance Director I'm not
charged with that.

COUNCILMEMBER TAVARES: So that's probably going to be the
Budget Director, huh?

MR. YOUNG: It is the Budget Director, but to the extent

that -- as the Finance Director I do review these
reports when they are -- when they do come out and
items like -- like that you have mentioned,

Transportation or Housing and Human Concerns or even
the Office of the Mayor where there is obvious and
significant -- you know, the trend is not there.

And those obviously, you know, bring some attention
that require some analysis, so I do do that analysis
for myself personally so that I'm familiar enough so
that although it may not seem like it, I like to be
somewhat prepared when I come before you folks, but
that's only to the extent that I do it as the
Finance Director. But it is the function of the
Budget Director to make that communication and have
that discussion with the departments. So I would
say yes, the Administration is very active in making

sure that its departments are running tight to make
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sure we don't expend all of our appropriated funds
before the conclusion of the year.

COUNCILMEMBER TAVARES: Under the Office of the Mayor, it
does include the Office of Economic Development,
doesn't 1it?

MR. YOUNG: Yes, it does, and that is the real bulk --

COUNCILMEMBER TAVARES: Because they have huge grants.

MR. YOUNG: Yes, the huge grants, vyes.

COUNCILMEMBER TAVARES: Okay, thank you very much,

Mr. Young. Thank you, Mr. Chair.

CHAIR KANE: Thank you, Member Tavares. Any further
questions or comments?

COUNCILMEMBER TAVARES: That's all I have.

CHAIR KANE: And the Chair's final note is --

MR. YOSHIMI: Mr. Chair.

CHAIR KANE: Oh, go ahead, Mr. Yoshimi.

MR. YOSHIMI: To answer Councilmember Johnson's question
about the encumbrance for that South Maui Police
Station, it's --

COUNCILMEMBER TAVARES: Anderson.

MR. YOSHIMI: Anderson, I'm sorry. It's an encumbrance to
Architects Hawaii, a Contract 2295, which was
encumbered in December of '03.

COUNCILMEMBER ANDERSON: 037

CHAIR KANE: That's why it shows a prior encumbrance.
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Okay?

COUNCILMEMBER ANDERSON: Okay, thank you very much for

checking that.

CHAIR KANE: Thank you. Now, the only other question --

and the Chair will probably pose this in a written
form to probably the Finance Director. Is under the
budget implementation of vacant positions 90 days or
more, I note that in our annual budget, whenever we
deal with expansion positions, a lot of times they
will ask for eight months or even six months worth
of salary to provide for ramp up to get the
individuals hired.

And I'll note that within this section there
is quite a number of either resignations or
terminations or promotions or retirings where
anticipated f£ill dates have come and gone and the
positions aren't filled yet. And so we'll send a
question, and maybe it will reflect in the third
quarter and we'll take a note of that, but I think
the primary concern is when it's reflected that
somebody's going to be hired or they're asking for
eight months of salary for the new hire and six
months goes by and nobody's been hired yet, we'd
like to know. And in fact it goes as far as

sometimes February and March as far as expected
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hires. So anyway, that will be sent in writing,
Members.

And because of the amount of questions and
some -- and to provide for a rather comprehensive
Committee report, the Chair's going to ask members,
without objections, that we defer this item. We
will be receiving the third quarter report in --
sometime in April, hopefully. Is it 30 days after

the quarter ends, Staff? 30 days?

MS. KOLLER: Mr. Chair, I'm not sure. It's either 30 days

CHAIR

or 45 days after the end of the quarter.

KANE: Thank you. So we'll defer these items, which
is the first and second quarter reports, and when we
get the third quarter report we'll have opportunity
to do additional review and we'll move from there.
Any further questions or comments? Hearing none.

Members, any objections to deferral of Item No. 47

COUNCIL MEMBERS: No objections.

COUNCIL MEMBERS VOICED NO OBJECTIONS. (excused: RC)

CHAIR

ACTION: DEFER pending further discussion.

KANE: Okay, thank you. Any announcements, Members?
Time now ig 3:15. Thank you for hanging in there.
We didn't have to take a little recess and break our
momentum. Get ready for our budget process. We're

to be starting next Tuesday here in the chamber.

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090



BF 3/15/05 72

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

However, we will be in Hana tomorrow evening and
Kihei Thursday evening, and I believe we have

Mr. Mateo, a Housing and Human Concerns meeting
tomorrow afternoon at 4:00 o'clock, is that correct,
over in Hana, Helene Hall? So we'll see everybody
out there. This meeting --

COUNCILMEMBER ANDERSON: Mr. Chair.

CHAIR KANE: Yes, Member Anderson.

COUNCILMEMBER ANDERSON: I would like to make a brief
announcement .

CHAIR KANE: Please.

COUNCILMEMBER ANDERSON: Just reminding members that we do
have the consultant from R.W. Beck who will be
attending our Water Resource Committee meeting
tomorrow morning. This may be our only chance to
gquestion and get answers from the consultant.

CHAIR KANE: Thank you. And, Members, I believe that
meeting is scheduled for 9:00 o'clock tomorrow
morning, Ms. Anderson?

COUNCILMEMBER ANDERSON: Right.

CHAIR KANE: Thank you. Water Resources Committee meeting
tomorrow morning at 9:00 a.m. This meeting for
March 15th for Budget and Finance is adjourned.

ADJOURN: 3:16 p.m.
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